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- SECURE 


He’s a mighty important pup! Mongrel or pedigreed 
makes no difference. His proud owner is taking no chances 
on losing him . . . not with that hawser. Obviously, you need 
the same sense of security when you safeguard the dollars you 


have invested in real estate. 


You can rely on Louisville Title Insurance Company, 
doing business in twelve states and the District of Columbia 
in a manner which, over the years, has made its name 


synonymous with security and service. 


Licensed in the 
following States: 


OUISVILLE TITLE 
INSURANCE C0. 


LOUISVILLE, KENTUCKY 
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THE BIG SQUEEZE 


Demonetization of, and an in- 
creased interest rate on, the 
longest term non-bank eligible 
Government debt has brought 
about a situation which works 
greatly to the detriment of the 
mortgage banker as far as mar- 
kets for Government guaranteed 
and insured loans are concerned. 
After many years of easy money 
policy as part and parcel of a 
controlled economy, the Federal 
Reserve System has presumably 
been released by the Treasury 
from the necessity of supporting 
the Government bond market. 
This new policy comes as a wel- 
come change and has been met 
by general approbation by the 
commercial banker. Collaterally, 
however, the rate of return of 
prime long term corporate bonds, 
of mortgage debenture issues and 
of conventional mortgages, has 
increased as much as 2 of 1 per 


cent within the past thirty days. 


At the same time the VA and FHA 
interest rate remains unchanged, 
which in effect reduces the 
spread between the return on the 
bond and the return on the mort- 
gage to such an extent that the 
latter is not generally acceptable 
to the market. The only result, 
if the present trend continues, 
would be continued and ever 
greater support of the Govern- 
ment sponsored secondary mort- 
gage market by the Federal Na- 
tional Mortgage Association. This 
is just as unfortunate as a sup- 
ported bond market. The realistic 
approach would be to increase 
the interest rate on FHA and GI 
mortgages. One segment of the 
economy cannot be freed from a 
controlled interest rate unless 
other segments are either freed 
to seek their own level or ad- 
justed to a competitive position. 

“QUOD EST DEMON- 
STRANDUM.” 


Ye ca Y 


President, Mortgage Bankers 
Association of America 
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Credit Curbs Hit 


Veterans Hardest 


Here’s a look-back on some loans we made 
in the last half of 1949 and some conclu- 
sions as to what would have happened had 
the curbs been in effect during that time 


EW wmortgage-financed one-fam- 

ily homes sold during the latter 
half of 1949 in large metropolitan 
areas, were bought mostly by vete- 
rans. These homes were mostly in the 
price range of $7,000 to $10,000 and 
usually financed with Government as- 
sistance with little if any down pay- 
ment. 

Ihese are partial results of a Bu- 
reau of Labor Statistics survey of the 
financing, sales price, and rentals of 
new housing in nine leading metro- 


New 1-Family Houses Bought with no Down 


politan areas. The areas, in which 
about a fifth of all non-farm one- 
family houses were started last year, 
are Atlanta, Boston, Detroit, Los An- 
gcles, Miami, Philadelphia, Pitts- 
burgh, Seattle, and Washington, D. C. 
Custom-built houses were excluded. 
The survey suggests the great ex- 
tent to which the new housing mar- 
ket in metropolitan areas was 
dominated during the latter half of 
1949 by veterans, many of whom ob- 
tained the most liberal terms possible 


under G. I. financing. Three-fourths 
of the purchasers in the nine metro- 
politan areas were veterans, almost 
half of whom made no down pay- 
ments. 

Nearly a fifth of the veterans, sur- 
prisingly enough, did not buy their 
houses with VA assistance. Of those 
who did, no down payment was made 
on almost 70 per cent of houses with 
a VA first mortgage and on 45 per 
cent of those with an FHA-VA com- 
bination loan. Taking all VA-assisted 
transactions together, down payments 
were 5 per cent or less in 80 per cent 
of the cases. 

Veterans who paid nothing down 
and received GlI-guaranteed loans 
had VA first mortgage financing 
more often than the more expensive 
FHA-VA combination loan. This was 
possible because of the moderate sales 
price of the veterans’ houses, 7 in 10 
of them being within the $7,000-$10,- 
000 range. 

Even though, in general, the pro- 
portion of all buyers making sub- 
stantial down payments on houses in 
the survey rose with the purchase 
price, the easier financing arrange- 


Per Cent of 1949 Buyers Whose Down Payment 

















































































































Payment in 9 Metropolitan Areas Would Be Insufficient under 1950 Credit Curbs 
oy New Mortgage-Financed |I- Family Houses Completed 
July to December 1949 in 9 Metropolitan Areas, July-December 1949 
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What is behind the protection of every 


Title Guarantee Policy by 
CHICAGO TITLE ann TRUST COMPANY 


1. A record of 104 years in the title business. 
2. A record of 64 years in the trust business. 


3. A long history of intimate relationship with mortgage lenders, realtors, lawyers, 
subdividers, builders, investors—every type of owner or dealer in real estate. 


4. Sound financial strength and responsibility as indicated by Chicago Title and 
Trust Company’s balance sheet: 





ASSETS LIABILITIES 
Cash ee ae eee Trust and Escrow Cash Balances... . $15,973,152 
Marketable Securities (at cost) . $39,526,447* Cash Deposits as Indemnity against Specific 

Reserve for Market Fluctuation~ 4,085,492 35,440,955 Title Guarantee Risks ce ee el hoes 2,278,237 
Accounts Receivable (less reserve) 952,256 Dividend Payable. . eee ce” SL 360,000 
Sundry Loans, Real Estate and other Invest- Accounts and Taxes Payable . . .. . 2,357,180 

(les ‘ ‘ 93,682 

eaten yba-Aibte ED 5... 5 ins aw 0 a ee OS hk 3,662,397 

Stocks of Associated Title Companies (at cost) 713,578 ae, 
Capital Stock . 12,000,000 

Chicago Title and Trust Building Corporation 

(at cost) 6,000,000 Surplus 8,000,000 
Title Records and Indexes 1,500,000 Undivided Profits 4,715,989 


Total Assets . 


$49,346,955 





Total Liabilities 








$49,346,955 





Assets in the amounts provided by statutes of Illinois have been 
pledged to qualify the Company to do business and to secure trust 
and escrow cash balances. 


*Market Value $41,951,827 











The finest statewide service—available through our 58 agencies in 
Illinois—now brings you this complete title protection quickly and 
conveniently. We shall be glad to send you a list of these offices on 
request. Reinsurance through local companies in other states is also 


available. 


CHICAGO TITLE anno TRUST COMPANY 


111 West Washington Street - Chicago 2, Illinois 


Springfield Decatur Danville Rockford Edwardsville 
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ments available to veterans caused 
this progression to be much slower 
for them. On houses priced at $10,- 
000 or more (houses of over $30,000 
excluded), 46 per cent of the vet- 
erans made down payments of over 
15 per cent, compared with 95 per 
cent of the non-veterans. Practically 
no non-veterans, but a third of the 
veterans, paid 5 per cent or less down 
on these higher-priced homes. 

If these financing arrangements in 
the survey areas during the latter half 
of 1949 are an indication, the con- 
clusion is that the new credit regula- 
tions imposed on one- and two-family 
homes on October 12, 1950, will tend 
to fall veterans, 
even with the veterans’ differential. 


most heavily upon 


Under the present credit curbs, if 
they had applied to the homes bought 
in the latter half of 1949 in the areas 
surveyed, it would have been neces- 
sary for the vast majority (around 90 
per cent) of the buyers with VA first 
and second mortgages to increase the 
down payment they made or buy a 
less expensive house. 

The impact of the new restrictions 
would have been much less severe on 
home buyers with FHA financing ex- 
clusively, but nevertheless 60 per cent 
of them would have had to increase 
their down payments, had the regula- 


tions applied to the houses they 
bought. This is true even though 
down payments of over 15 per cent 
were made on 7 in 10, and of 25 


per cent or more on a fourth, of the 
FHA houses completed in the survey 
general, the 
tions, had they applied, would have 
affected the purchasers of 
priced houses to a greater extent than 
those buying higher-priced houses. 


areas. In new restric- 


lower- 











- MORTGAGE 
MAN WANTED 


Leading FHA Mortgagee 
requires experienced resi- 
dential mortgage loan ap- | 
praiser and inspector. | 
Excellent working condi- 
tions with fine opportunity 
for advancement. Apply 
in confidence to: is B. 
Roberts, Ill, The Keyes 
Co., 234 Biscayne Bivd., 
Miami, Fla. 
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The Bureau’s study, of course, does 
not show whether or not larger down 
payments could have been made, had 
they been required. And generally, of 
course, home financing is usually 
more readily obtainable under more 
favorable terms in metropolitan areas 
than in smaller places. 


Mortgage Houses Led 


On the whole, veterans bought less 
expensive houses than non-veterans, 
although the modest home was pre- 
dominant in both groups. About 70 
per cent of the homes were priced at 
less than $10,000; 60 per cent were 
in the price brackets from $7,000 to 
$10,000. Only a fourth of the vet- 
but half of 
bought houses selling at $10,000 or 
more. 


erans, non-veterans, 
rela- 
tively small number (something over 
10 per cent) had new houses that 
cost them $15,000 or more. 


Among non-veterans, a 


Government-aided home financing 
in particular is concentrated in met- 
ropolitan and urban centers. The 85 
per cent of one-family houses bought 


with VA and FHA loans in the nine 
survey areas is roughly twice the pro- 
portion for the country as a whole 
during the July to December 1949 
period. In addition to the 15 per cent 
bought without Government-aided 
financing, a third of the houses in 
the study had both an FHA-insured 
first mortgage and a VA-guaranteed 
second mortgage. The remainder were 
about equally divided between those 
receiving VA-guaranteed financing 
(30 per cent) and those with FHA- 
insured mortgages (24 per cent). Few 
houses had a second mortgage that 
was not VA-guaranteed. 

Mortgage companies were by far 
the leading home 
financing in the 9 survey areas during 
the latter half of 1949. They ac- 
counted for 45 per cent of the first 
mortgages as compared with about 20 
per cent each by banks and _ insur- 
ance companies. Mortgage companies 
provided half the 100-per cent financ- 
ing through a first mortgage, and 
savings and loan associations about a 
fourth. Banks were the source of a 
large part of the remainder. 


source of new 








Are you 








ing 414% to 5%. 


area. 








JACKSON M. 
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MORTGAGE 


237 E€. GENESEE STREET - 


INTERESTED? 


W. seek an additional outlet for our commer- 
cial mortgage loans—with or without servicing—return- 
Inquiries invited from institutions 


interested in lending in this progressive greater Syracuse 


LOAN BROKERS 


CENTRAL NEW YORK'S LARGEST REAL ESTATE SALES ORGANIZATION 
SYRACUSE, NEW YORK 
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Mortgage Company President Advises: 


“MLVOE COMBINATION WhAWS 
W/ UR. ORIEMNWAL. FIM AMANE-“ 


mortgagors become overburdened by several Title 1 
notes and we are faced with a collection problem.” ele 
Mr. Miller then cited the example of a builder who iii 
installed Rusco Prime Windows complete with 
screens and insulating sash in 47 new homes, and 
said, “The 47 houses were sold before the roof was 
on the fifth home ... and it is interesting to note 
that by including these items under the original 





In a recent address before 
the Ohio Chapter, American 
Institute of Real Estate Ap- 
praisers, Mr. Miller stated, 
“During the past several years 
we have been constantly an- 
noyed by people buying a 
small home which is quite 





Wirsert E. MILcer 
President 
Fraser Mortgage Co., 
Cleveland, Ohio 


financing, the nominal increase in the monthly mort- 
gage payment is probably less than the fuel saving 
made possible by the use of the combination windows.” 


incomplete, causing them to 


make several purchases in- 


cluding storm windows and screens. Then the 


RUSCO Witiatin Pimp ts Wace A : 
Comfort, Convenience, Safety and Fuel Savings 


Rusco Windows make any home—old or new—a beiter home. They 


completely weatherproof the wind 
rainproof, draft-free, Sabivbimenccc uae +. + provide year ‘roun d 
fuel . . . eliminate seasonal changi of lation erases in 

. — ows. 


For new construction — The Rusco 
Slide). A bled, fac- 
tory painted unit containing sc 
screen, 
glass, weatherstripping and insulati 
sash—ready to install. Greatly reduces 
be installed in as little as 5 minutes! 


ee ee ee 
'P 





Other Rusco products that 

( ke f i i 

improvement include the pea had pera mn seme 

—e — oe Doors and Porch Enclosures. For full biliaiiens 
" coupon below or call your local Rusco distributor 


RUSCO 


For improving or remodeling — 
Rusco Armco-Metal Self-Storing Com- 
bination Screen and Storm Sash. 
Permanently installed without altera- 
tion to present windows. Provide 
many exclusive features including 
added protection of positive automatic 
locking in open and closed positions. 


MADE OF 


errs 
Wi HOT OIPPED GALVANIZED 


WINDOWS - DOORS . PORCH ENCLOSURES 
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i THE F. C. RUSSELL COMPA 
t Cleveland 1, Ohio a 
i World’s Largest Manufacturer of Combination Wind 
i Gentlemen: Please send me illustrated li on 
; Products, and name of nearest dindinan ‘cee 
i Name 
1 Address 
? City BF 
" Zone State 





 . as 
Great Difference 





Ir takes an old salt with sea legs for deep water. 


There is almost as much difference between insurance companies 
as there is between the tiny land lubber and the real sailor. 


Because of this difference, it is wise to look beyond an insurance 
policy to the strength, character and reputation of the company 
which issues it. 


Lawyers Title is outstanding in amount and character of assets 
available for protection of policyholders. No other title insurance 
company has so much to offer in financial strength and in national 
reputation. 


(Upon request, condensed balance sheet 
will be gladly furnished.) 


( Virginia ) 


lawyers Title [nsurance (orporation 


Operating in New York Stale as (Virginia) Lauyars Tilda Ins Corpo 


Home Office ~ Richmond Virginia 


TITLES INSURED THROUGHOUT 32 STATES, THE DISTRICT OF COLUMBIA AND THE ISLAND 





OF PUERTO RICO. BRANCH OFFICES AT ATLANTA, BIRMINGHAM, CAMDEN, CINCINNATI, 
CLEVELAND, COLUMBUS, DALLAS, DAYTON, DETROIT, MIAMI, NEWARK, NEW ORLEANS, 
NEW YORK, PITTSBURGH, RICHMOND, WASHINGTON, WILMINGTON, WINSTON-SALEM, 


WINTER HAVEN. REPRESENTED BY LOCAL TITLE COMPANIES IN 125 OTHER CITIES. 
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 MUGOGE dain 


Outlook for the Supply 
of Mortgage Money 


HE supply of lending funds is 

what makes the mortgage industry 
go. What will that supply be during 
the coming year? As a result of the 
government’s new monetary policy, 
thinking about all types of invest- 
ments is now undergoing a change 
(see article page 18) and the exact 
pattern that will develop is by no 
means Clear. 

But for one type, mortgage loans, 
W. A. Clarke projected an analysis of 
the extent of the supply as he sees it. 
Speaking before MBA’s Eastern 
Mortgage Conference he reviewed the 
current position of the savings and 
loan associations, banks, mutual sav- 
ings banks and life companies: 
showed what they have bought, their 
position now and what logically might 
be expected from each source in the 
way of mortgage money in the coming 
year. His analysis: 


2> SAVINGS AND LOANS: Capi- 
tal of these associations increased in 
1950 by approximately $1,565,000,- 
000. Assuming, he said, that they had 
payoffs and amortization payments 
equal to 10 per cent of their holdings, 
or approximately $1,400,000,000, to 
add to their increase in assets which, 
if they are at the same rate in 1951, 
will give the savings and loans total 
funds available for new mortgage 
loans of approximately $3,000,000,000. 

In 1950, because of the volume of 
building, they had to make substantial 
forward commitments to purchase 
morigages. It can be assumed, he 
said, that the savings and loans have 
now outstanding substantial commit- 
ments to. buy. Although the total is 
unknown, it is certain that all of the 
$3,000,000,000 estimated funds avail- 
able for mortgage loans cannot be 
used for new mortgage applications 
this year, Clarke forecast. 


>> BANKS: Time deposits in com- 


mercial banks in 1950 decreased ap- 
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proximately $250,000,000. On the 
basis of trends in the past four years, 
it may be assumed, he said, that there 
will be very little, if any, growth in 
new time deposits for banks. In a 
short run period, commercial bank 
mortgage lending has not necessarily 
been closely tied to changes in time 
deposits. Their net increase in mort- 
gage holdings in 1950 was approxi- 
mately $865,000,000 despite the 
decline in their time deposits. Com- 
mercial banks, however, will be quickly 
affected by the recent changes in gov- 
ernment monetary policy; I would 
guess, said Clarke, that they will not 
be large purchasers of mortgages in 
1951. 


>> MUTUAL SAVINGS BANKS: 
In 1950 mutual savings banks made 
very substantial their 
mortgage holdings. The gain was ap- 
proximately $1,560,000,000, and in 
percentage of time deposits, from 33.6 
per cent to 40.1 per cent. Gain in 
mortgage holdings to a considerable 
extent came from the sale of over 
$500,000,000 of government bonds. 
Their gain in time deposits was ap- 
proximately $750,000,000, about half 
their increase in mortgage holdings. 


increases in 


Largest concentration of these 
banks is in New York State. In the 
twelve months ended October 1, 1950 
New York State savings banks closed 
$1,300,000,000 in new mortgage loans 
for a net gain in mortgage holdings 
of $900,000,000: The significant thing, 
however, was outstanding commit- 
ments to purchase mortgages which 
on October 1, 1950 stood at $1,500,- 
000,000. Time deposits in mutual 
savings banks have not had an over- 
all increase since the start of the war 
in Korea. Commitments to purchase 
mortgages, therefore, can only come 
from the liquidation of other secu- 
rities. 


In February new deposits were ex- 


1951 


ceeded slightly by withdrawals and 
there was a rise of $108,000,000 in 
holdings of mortgages and a cut in 
U. S. government securities of $109,- 
000,000. With government bonds sell- 
ing at a discount and with commit- 
ments of $1,500,000,000 outstanding, 
I would guess, said Clarke, that the 
mutual savings banks will be decid- 
edly hesitant to commit for new 
mortgages during the balance of 1951. 


>> LIFE COMPANIES: As of Jan- 
uary 31, 1950 forty-nine life com- 
panies reporting showed an increase 
of $2,876,174,000 in their holdings of 
mortgages. In the same period their 
assets increased $3,692,861,000. In 
other words, 78 per cent of the in- 
crease in assets went into mortgages. 
At the same time the same group of 
life companies decreased their hold- 
ings of long-term U. S. government 
bonds by $2,480,163,000. In other 
words, it would appear that to a 
considerable degree low-yielding gov- 
ernments were replaced by higher 
yielding mortgages and other types of 
securities. 

The important figure to consider 
with the life companies is what new 
money will they have available in 
1951? Competent sources estimate 
this sum to be approximately $6,000,- 
000,000. This represents growth in 
assets plus payoffs and amortization 
of existing loans. For mutual savings 
banks, approximate outstanding com- 
mitments to purchase mortgages are 
known. Accurate figures of this kind 
cannot be secured from the life com- 
panies, but from the investigations I 
have made I believe I am accurate 
when I say that two-thirds or $4,000,- 
000,000 of the $6,000,000,000 of the 
funds available for investment in 1951 
is now committed for mortgages and 
other types of securities leaving only 
$2,000,000,000 available for all types 
of investment except by the sale of 
other securities. 








The SQUEEZE IN BUILDING 
That’s Just Ahead 


But the prospects are that it can begin to 
ease by the end of 1952, maybe sooner 


T TOOK threat of a third 
world put a damper on 
the runaway housing boom of 1950. 


the 
war to 


Regulation X is supposed to mean a 
reduction of new housing starts from 


1,395,000 non-farm units in 1950 
to 800,000 or 850,000 units in 1951. 
This expected volume, if realized, 


will approximately meet this year’s 
housing The 1950 housing 
census shows that in April 1950 a 
total of 39,390,000 non-farm dwelling 


needs. 


units were standing in the country, 
of which 36,711,000 were occupied. 

By April 1952, there will have been 
added, according to the best present 
estimates, some 2,200,000 units; and 
80,000 to 100,000 units will have been 
This 


in a 


abandoned or demolished. 


would result a year from now 
non-farm housing inventory of some- 
thing like 41,500,000 dwelling units, 
which should take care of next year’s 
population with a somewhat higher 
vacancy ratio than that reported for 
1950. An 


would be desirable, since nearly three- 


increased vacancy ratio 
fourths of last year’s vacancies were 
reported to be in units which were 
either dilapidated, held off the mar- 
ket, or designed for seasonal use. 

first effect of 
restore 


Thus, the ostensible 
the 
housing activity to an 


defense program is to 
approximately 
normal pace. This will obviously re- 
the total 


mortgage loans: 


demand for home 


but it will also tend 


duce 


to improve the quality of the loans 
made. 
Mortgage lending possibilities have 


been further affected by Limitation 


While no sensible person would try to minimize the 
seriousness or magnitude of the nation's defense effort, 
the hard cold facts about it are gradually beginning to 
replace the jittery thinking of late 1950. The mobilization 
now planned is less than half of that of World War Il 
and the resources we have to mobilize with are vastl 
greater. Mr. Holden, who is president of F. W. Dodge 


By THOMAS S. HOLDEN 


Order M-4. As first issued last Oc- 
tober, this order banned a number of 
types of recreational building projects. 
Just why this order was issued has 
never been made clear; it applied to 
a group of activities which amounted 
to less than 2 per cent of last year’s 
construction total, and therefore re- 
sulted in neglible savings of critical 
materials. 

The M-4 amendment of mid-Jan- 
uary was of more serious import, 
since it aimed at a cutback of a num- 
ber of commercial building types, in- 
cluding hotels in that classification. 
This order affects classes of activity 
which ran up a billion and a quarter 
dollar contract total in the 37 eastern 
states last year. Even so, that figure 
represented only a moderate propor- 
tion of the year’s total activity and 
contained little if any commercial 
building of a speculative nature. 

The amended M-4 limitation order 
was supplemented by an extension of 
Regulation X, limiting mortgage 
loans on commercial building 
projects to 50 per cent of total value. 
NPA has issued various orders 
restricting uses of metals which are 
expected to reduce appreciably the 
available supplies of a number of im- 
portant and even indispensable build- 


new 


also 


ing products. 

The stated purpose of the limita- 
tion on commercial building projects 
was to conserve critical materials for 


needed new manufacturing and 
power plants and for needed military 
construction. Consequently, the net 
effect of this order was not to reduce 
the total volume of building that 
would otherwise have been executed 
but to change somewhat the pattern 
of the year’s program. The changed 
pattern probably tends toward some 
reduction of mortgage opportunities. 

Following issuance of these several 
orders, F. W. Dodge Corporation re- 
studied its 1951 construction volume 
estimates, as published nearly four 
months ago, and made some revisions. 
In terms of new building floor space 
to be contracted for in the 37 eastern 
states, the new overall estimate indi- 
cates a reduction of 23 per cent below 
the 1950 total. As a net result 
of largely increased manufacturing 
building and miscellaneous non-resi- 
dential building (which would in- 
clude various military projects), 
sizable reductions in commercial and 
social and recreational projects, and 
moderate reductions in public and 
institutional buildings, non-residential 
building is expected to decline 3 per 
cent from last year. Residential floor 
space is expected to decline 35 per 
cent. Heavy engineering construction 
is expected to increase moderately. 
The overall drop in dollar total of 
building and engineering contracts is 
estimated at 18 per cent. If these 
estimates are approximately realized, 
the year 1951 will be among the half 
dozen best construction years on rec- 
ord even though considerably below 
the 1950 peak. 


Corporation, has surveyed the building scene in the light 
of what we know now and the likely prospects abead. His 
conclusion is that while the squeeze in building is still in 
the future—close in the future—it probably won't be of 
long duration. He thinks in terms of a probable upturn 
in 1953. He spoke at the ABA Savings and Mortgage 
Conference in New York. 
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So far, this year’s decline is entirely 
a matter of anticipation. 


February construction contract 
awards were $1,140,527,000, or 9 per 
cent higher than January and 46 per 
cent more than February 1950 in the 
37 states east of the Rockies. Total 
for the first two months of 1951 was 
$2,183,775,000 or 45 per cent more 
than the comparable figure for 1950 
according to our data. 


Non-residential awards of $431,- 
166,000 in February were 6 per cent 
below January but were 62 per cent 
ahead of February a year ago. Resi- 
dential contracts at $531,146,000 were 
26 per cent above January and 47 
per cent higher than February 1950. 
Public and private works and _ utili- 
ties totaled $178,215,000 in February 
or 10 per cent more than January 
and 17 per cent higher than Feb- 


ruary last year. 


With increases in all categories for 
the first two months of 1951, per- 
centages of gain in the individual 
classifications were: Non-residential 
78; residential 35; public and private 
works and utilities 11. 


Counting the enormous carry-over 
into this year of construction started 
in 1950, the current rate of work in 
the field must be very nearly at the 
peak. The continued high rate of 
contract letting and of new housing 
starts prompts the guess that there 
are still sizable inventories of those 
materials which are expected to be- 
come very tight later on. 


Defense production under the en- 
larged program has scarcely yet begun 
to chew up metals and other raw 
materials; the program is in the 
make-ready stage. The expected 
squeeze on civilian production and 
civilian construction is due to be felt 
in the second quarter and to become 
increasingly severe as the year pro- 
ceeds. 


There has been a tendency to ex- 
aggerate the probable severity and 
the probable duration of the coming 
squeeze. If the defense program ix 
carried through according to present 
plans, the burden the civilian 
economy will be considerably less than 
it was during World War II. The 
defense mobilization now planned is 
less than half the magnitude of the 
all-out mobilization of World War II. 
The product capacity of the Ameri- 


on 
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can economy has vastly increased in 
the past ten years. Furthermore, the 
country now has a considerable in- 
ventory of usable military facilities 
and military equipment left over from 
the war. 

The present program calls for in- 
creasing the overall military establish- 
ment from something less than 1%- 
million of uniformed men as of June 
1950 to 3¥%4-million by July 1952. It 
calls for adequate modern equipment 
of the combined army, navy, and air 
force of this overall size plus creation 
of facilities for producing equipment 
on a much larger scale if later needed 
for all-out war. 


ee 


HOLDEN HIGHLIGHTS 


. . « the defense burden in 
1955 will represent only 10 per 
cent of national output as com- 
pared with something like 18 
per cent at the peak. 

“The squeeze, which is soon to 
start, will become progressively 
tighter for a certain number of 
months and will then ease off. 

“At this moment there is not 
visible a prospect of anything 
like the severe dim-out of con- 
struction activity that took place 
in 1943 and 1944; there is cer- 
tainly no present evidence of 
any need for more than a mod- 
erate squeeze on construction or 
for a squeeze of long duration.” 


eee 


Defense Secretary Marshall told 
the House Armed Services Commit- 
tee that he estimates the cost of 
maintaining the 3%-million-man es- 
tablishment, after it is fully staffed 
and equipped, at $35 billion a year, 
in terms of present prices. This would 
mean that defense expenditures, after 
rising to a peak of $50 to $55 billion, 
could be cut back to the lower figure 
he named. This is, of course, based 
on the assumption that defense mo- 
bilization will not become all-out war 
mobilization in the period being con- 
sidered. 

General Marshall’s estimate should 
be considered in connection with cer- 
tain others. The President’s Council 
of Economic Advisers estimated that 
it should be possible to increase the 
total output of goods and services in 


1951 


the American economy by 25 per cent 
in the next five years. The 1950 
figure for gross national product, an 
overall estimate of the total value of 
alli goods and services produced, was 
$280 billion. The indicated increase 
would bring it up to $350 billion by 
1955. If General Marshall and the 
Economic Advisers are both right, the 
defense burden in 1955 will represent 
only 10 per cent of national output, 
as compared with something like 18 
per cent at the peak. 


In short, the squeeze which is soon 


to start will become progressively 
tighter for a certain number of 


months and will then tend to ease off. 


Defense Mobilization Chief Charles 
E. Wilson said in February that by 
1953 supplies of steel and aluminum 
for the civilian economy will be great- 
er than they were before Korea; 
this will be largely the result of the 
current expansion programs of these 
two industries. Efforts are being made 
to increase available supplies of cop- 
per and other critical raw materials. 
As the defense program is visualized 
today, the trend of advancing con- 
sumption can be resumed and the 
military load can be carried provided 
we achieve reasonably sound topside 
management of national affairs. It is, 
of course, just as important to handle 
soundly the problems of non-military 
government spending, taxation, and 
inflation as it is to provide for ex- 
panding production. 


As of now, then, the prospect seems 
to be that the coming squeeze will 
begin to ease by the end of 1952, 
possibly sooner. From this it might 
possibly be inferred that total con- 
struction volume in 1952 may run 
somewhat behind this year’s volume, 
with a probable upturn in 1953. Yet 
demand for defense plants, defense 
housing, and special types of military 
construction will continue heavy in 
1952. Since we do not yet know 
whether our 1951 estimates will be 
realized, it is actually too soon to 
speculate about 1952 construction 
volume. 


But at this moment, there is not 
visible a prospect of anything like 
the severe dim-out of construction ac- 
tivity that took place in 1943 and 
1944; there is certainly no present 
evidence of any need for more than 
a moderate squeeze on construction 
or for a squeeze of long duration. 








FOR BEATING INFLATION: 


A NEW PURCHASING POWER 
GOVERNMENT BOND ISSUE 


I think the gov- 
issue savings 


HE reason why 

ernment should 
bonds payable in a fixed amount of 
purchasing power is that the volume 
of personal incomes after taxes. (at 
present tax rates) will rise by nearly 
$20 billion during the next year while 
the output of consumer goods will 
remain about the same. 

This gap between the size of per- 
sonal incomes after taxes and the sup- 
ply of consumer goods represents the 
heart of the problem of inflation. If 
individuals spend their increased in- 
comes for consumer goods, the price 
of consumers’ goods is bound to rise. 

Many proposals for controlling the 
rise of prices are of limited usefulness 
because the suggested policy would 
not reduce the gap between personal 
incomes and the supply of consumer 
goods. For example, higher taxes on 
corporations would not reduce the 
gap because they would not cut per- 
sonal incomes. A general sales tax 
would reduce the gap, but it would 
do it by raising prices and would thus 
increase the for higher 
wages. 


pressure 


Higher taxes on personal income 
would be the most effective way of 
reducing the gap. President Truman 
has asked additional taxes on personal 
incomes designed to yield revenues of 
about $4 billion a year. The Presi- 
dent’s proposal would about 
one-fifth of the gap, but four-fifths of 
it would remain. For the gap to be 
entirely closed by the personal income 
tax, the yield of the tax would have 
to be nearly doubled. 

Can any one imagine Congress im- 
posing an additional $20 billion a 
year in income taxes? Indeed, Con- 
gress is not likely to increase the per- 
sonal income tax beyond the recom- 
mendation of the President. Hence, 


Cc lose 
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As if you and everyone else are not already sufficiently 
well confused about the prospects of what is abead as a 
result of the new government monetary policy, Dr. 
Slichter again steps forward to propose bis new type of 
government bond, one based upon purchasing power and, 
as such, not a fixed obligation as we know it now. In- 
creasing the rate of personal savings is the crux of the 
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By SUMNER H. SLICHTER 


about $15 billion of the inflationary 
gap must be met by a higher rate of 
personal saving. 

An increase of about $4 billion or 
$5 billion a year in personal saving 
can probably be brought about by re- 
ducing dissaving. Dissaving occurs 
when people spend more than their 
incomes. Some dissaving is made nec- 
essary by low incomes or by extraor- 
dinary expenses, such as those caused 
by accident or illness, but much dis- 
saving occurs among the well-to-do 
or persons with moderate incomes 
who borrow to buy houses or durable 
consumer goods. 

This kind of dissaving can be lim- 
ited by stricter credit terms—require- 
ments of larger down payments and 
more rapid payment of loans. 

If income taxes are raised to yield 
$4 billion more per year and if dis- 
saving is cut by $5 billion a year, 
there will still be need to increase 
personal saving about $10 billion a 
year. How can personal saving be in- 
creased by this amount? 

Corporations can help by offering 
investors attractive securities, but in 
the main the job must be done by the 
government’s offering savings bonds 
that are attractive to non-institutional 
buyers. The present type of E bond 
is not attractive, as is shown by the 
excess of redemptions over purchases 
during the last seven or eight months. 

The trouble is that most people ex- 
pect that there will be some rise in 
prices during the next year or two 
and perhaps longer. Hence persons 
who buy E bonds are in danger of 


losing a considerable part of the pur- 
chasing power of their principal. This 
danger is made more vivid by the ex- 
perience of millions of purchasers of 
E bonds between 1941 and 1948 who 
have already lost a considerable 
amount of their principal. 

One way of offering a savings bond 
that is attractive to small savers 
would be to raise the rate of interest 
and to make the interest tax-exempt 

as the British have recently done. 
Their new tax-exempt 15 shilling cer- 
tificates, if held for 10 years, yield 
compound interest at slightly more 
than 3 per cent, which is equivalent, 
at the standard British income tax 
rate, to more than 51% per cent on a 
non-exempt security. It would be de- 
sirable to offer American savers a tax- 
exempt savings bond. 

But a tax-exempt savings bond 
should not be the only type offered. 
This conclusion rests upon three im- 
portant reasons: 


>> First, a tax-exempt bond of the 
conventional type would put buyers 
in the position of speculating on the 
movement of the price level. If a 
buyer wishes to speculate, that is his 
business, but certainly he should not 
be compelled to speculate. In fact, 
he should not be encouraged to 
speculate. 


>> Second, an offering confined to 
bonds of the conventional sort would 
expose the government to serious 
criticism and would injure the rep- 
utation of government securities in 
case prices did rise and there were 
a drop in the purchasing power of 








whole problem of inflation, be thinks, and this new type 
bond would help do the trick. Dr. Slichter, as everyone 
knows, is one of the most respected economists in the 
land. His permanent — is that of Lamont University 
Professor at Harvard. 

meetings and the Mortgage Banker bas previously pub- 


lished articles and opinions of bis. 


He has spoken at previous MBA 
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bonds of the conventional sort. The 
unfortunate experience of the buyers 
of E bonds during the Second World 
War cannot be held against the gov- 
ernment. After all, there was a wide- 
spread belief that prices would drop 
after the war. But a second experi- 
ence similar to that of 
bonds during the Second World War 
resented and 


buyers of E 
would be seriously 
would cause the government to be re- 
garded as taking advantage of the 
lack of sophistication of millions of 
patriotic buyers of its securities. 
The government cannot afford to 
have a the Second 
World War experience with savings 
Hence, if it offers 
tional savings bonds, it must 
buyers a choice between conventional 
bonds and purchasing-power bonds. 


repetition of 
bonds. conven- 


sbi 
give 


>> Third, it is unethical for a gov- 
ernment committed to sup- 
porting prices, if not to encouraging 
a rise in prices, to offer individual 
savers only bonds of the conventional 
type. Our government is committed 
to protecting the right of sellers of 
labor to organize for the purpose of 
raising their wages. Furthermore, it 
is committed by law to supporting 
the prices of agricultural products at 
high levels—under a formula which 
causes the government to spend large 
sums in support of prices of farm 
products even in periods of high em- 
ployment. There is no prospect that 
Congress will modify the govern- 
ment’s policy of encouraging high 
wages or high prices of farm prod- 
When the government stacks 


heavily 


ucts. 


the cards in favor of rising prices, it 
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is morally wrong for it to invite small 
and unsophisticated savers ,to buy 
bonds of the conventional type with- 
out simultaneously offering them 
bonds payable in a fixed amount of 
purchasing power. 


Public’s Mood Inflationary 

It is especially important to issue 
purchasing-power bonds at the pres- 
ent time, because the mood of the 
public is inflationary—in contrast to 
public attitudes in the early years of 
the Second World War. Even before 
restrictions were imposed on the out- 
put of civilian goods and consumers 
could buy in unlimited quantities, 
consumers accumulated liquid assets. 

Quite different is our attitude to- 
day. Individuals have been drawing 
down such liquid assets as savings 
bank deposits and government sav- 
ings bonds. Furthermore, there has 
been a general search for “inflation 
hedges.” Consequently, there is 
danger of an unhealthy rise in stock 
prices and real estate prices. There 
is danger that many sma!] investors 
in the next year or two will be per- 
suaded to buy securities at prices that 
do not hold. 

If this were to happen, the public 
relations of business would suffer in 
much the same way that they did as 
a result of the stock market decline 
in 1929. In view of the widespread 
inflation-mindedness at the present 
time and the search for inflation 
hedges, the purchasing-power bond 
would be a prudent way of limiting 
the demand for stocks and real es- 
tate. 
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The principal characteristics of the 
purchasing-power bonds should be: 
(1) the bonds should be non-nego- 
tiable; (2) they should be redeem- 
able after five years or more in the 
amount of principal plus interest both 
adjusted for changes in the purchas- 
ing power of the dollar; (3) they 
should be redeemable within five 
years at the number of dollars paid 
for them and without interest; (4) 
since the bonds would be a truly 
riskless investment, the rate of inter- 
est could be quite low, possibly no 
more than 1% per cent or even less; 
(5) the quantity of such bonds that 
each individual would be permitted 
to purchase each year should be 
limited. The purpose of the last pro- 
vision would be to discourage the 
purchase of the bonds out of capital 
rather than income. The limit should 
probably be related to the individ- 
ual’s income as established by his last 
year’s income tax return, with per- 
sons who paid no income tax per- 
mitted to purchase not more than a 
basic amount—say $500 a year. 

Increasing the rate of personal sav- 
ings is the crux of the problem of 
controlling inflation. Personal in- 
comes are bound to rise faster than 
the supply of consumer goods, at least 
for the next year or two. It is po- 
litically impossible completely to close 
the gap between personal incomes 
and the supply of goods by higher 
taxes. Consequently, most of the gap 
must be closed by a higher rate of 
saving. The way to raise the rate of 
saving is to offer individuals a secur- 
ity that they are eager to own. 
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ABOUT 700 AT MBA EASTERN MORTGAGE CONFERENCE 


N° ONE can plan them that way 
1 


but often—very often for MBA 
in recent years meetings happen to 
open at just the time some particu- 
larly important development within 
an industry is taking place. In past 
years, MBA’s Clinics have often got- 
ten underway at just the time impor- 
tant regulations were being an- 
nounced, giving the discussion an 
interest which would be difficult to 
duplicate by advance planning. 
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It happened again at MBA’s East- 
ern Mortgage Conference in New 
York opening three weeks after the 
significant change in government 
monetary policy. By the time the 
700 who attended had arrived, the 
initial confusion and doubt had given 
way to a desire to get at facts about 
this monumental change in federal 
financial policy, learn what it por- 
tends for the future of credit and 

Continued page 15, column 3) 


The 


Camera views of some of those at 
the New York Conference: 

No. 1.—MBA Secretary George H. Pat- 
terson; H. A. Melick, T. B. O’Toole, Irc., 
Wilmington, Del.; and President Milton T. 
MacDonald, vice president, Trust Company 
of New Jersey, Jersey City. 

No. 2.--MBA Vice President Aubrey M. 
Costa, president, Southern Trust and Mort- 
gage Company, Dallas; Pat L. Davis, J. E. 
Foster & Son, Inc., Ft. Worth; and John F. 
Austin, Jr., T. J. Bettes Company, Houston. 

No. 3.—Addison K. Barry, National 
Newark & Essex Banking Company, New- 
ark; Holt Bean, Life & Casualty Insurance 
Company, Nashville, Charles A. Mullenix, 
MBA Past President and president, Mul- 
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lenix Mortgage Company, Cleveland; Sec- 
retary Patterson; and W. A. Clarke, W. A. 
Clarke Mortgage Company, Philadelphia. 

No. 4.—J. M. Pringle, Stern, Lauer & 
Co., New York; William F. Joseph, William 
F. Joseph Company, New York; and R. S. 
Wiegand, First Trust & Deposit Company, 
Syracuse. 

No. 5.—James E. Brophy, James E. Brophy 
Agency, Royal Oak, Mich.; Maurice R 
Massey, Jr., Peoples Bond and Mortgage 
Company, Philadelphia; and George D. Mul- 
loy, Alltex Home Finance Corp., Houston. 

No. 6.—George B. Underwood, Under- 
wood Mortgage & Title Company, Irving- 
ton, N. J.; Richard M. Hurd, Teachers 
Insurance and Annuity Association of 
America, New York; Henry J. Davenport, 
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Home Title Guaranty Company, New 
York; and C. Armel Nutter, Nutter Mort- 
gage Service, Camden, N. J. 

No. 7.—John Nuveen, former chief, 
ECA missions to Greece, Belgium and Lux- 
emburg; Senator Everett M. Dirksen of 
Illinois; Milford A. Vieser, vice president, 
The Mutual Benefit Life Insurance Com- 
pany, Newark and conductor of the Confer- 
ence; and MBA Washington Counsel Sam- 
uel E. Neel. 

No. 8.—H. Loy Anderson, Metropolitan 
Mortgage Company, Washington, LV. C.: 
FHA Commissioner Franklin D. Richards; 
and Raymond T. Cahill, formerly with FHA 
and now savings bank advisor to the FDIC. 

No. 9.—Lee H. Nichols, Jr., left, and 
Edwin C. E. Lord, Jr., right, both of Con- 
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tinental American Life Insurance Company, 
D. 


Wilmington, Del.; and, center, R. 
Swinehart, Aetna Life Insurance Company, 
Hartford. 

No. 10.—Albert C. Boye, Home Title 
Guaranty Company; Harry C. Peiker, Feist 
& Feist, New York; and Albert E. Berke- 
ley, Berkeley-Judelson, Inc., New York. 

No. 11.—Left and right, Fred P. Condit 
and T. J. Kappock, Title Guarantee and 
Trust Company, New York; center, Jerome 
F. Katz and E. Katz, United Title and Mort- 
gage Guaranty Company, New York. 

No. 12.—Left and right, James J. Har- 
rigan and W. I. Bush, Jersey Mortgage 
Company, Elizabeth, N. J.; and center, John 
R. Walsh, Lawyers Title Insurance Corp., 
Richmond, Va. 
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TREND OF THINKING VIA QUOTES FROM THE CONFERENCE 





ROM a broad analysis of what 

the new government monetary pol- 
icy means on to the threat of world 
communism, from mortgage 
tions and delinquencies to spirited dif- 
ferences of opinion of the new defense 
housing bill, from opposing views of 
how many and what sort of mortgages 
institutional investors will buy in the 
immediate future these and other 
ideas featured MBA’s Eastern Mort- 
gage Conference in New York. Some 
of the significant from the 
meeting: 
2? LENDING SANITY: Declared 
W. A. Clarke, president, W. A. Clarke 
Mortgage Company, Philadelphia 


collec- 


quotes 


“I do not view the possible disap- 
pearance of premiums with alarm. 
Many men now in the business have 
never had the experience of consist- 
ently charging borrowers for their 
services in arranging mortgage loans. 
Those who have been in the business 
25 years or more know that it can be 
done and that it is the soundest 
method. 

“Competition by lenders for mort- 
gage loans eventually becomes un- 
sound when the competition revolves 
around either who is going to make 
the largest loan or who is going to pay 
the largest premium for it. Our busi- 
ness will return to a sound basis of 
operation when mortgage men are 
paid a fee by the mortgagor based 
upon the skill and quality of service 
he renders. 

“I am told that some plans are be- 
ing discussed whereby some lenders 
may offer to buy VA loans at par and 
get the increased yield by decreasing 
the correspondent’s service fee. I know 
of one deal of this type that has been 
made by one of the smaller life insur- 
ance companies whereby the corre- 
spondent will service for one quarter 
of one per cent. 

“I would advise both lender and 
correspondent not to permit this type 
of bad practice to get started. I ad- 
vise this because a reduction in the 
servicing fee can come to nothing but 
grief for both principal and corre- 
spondent. A loan correspondent, if he 
runs any cost accounting, will know 
that he cannot successfully operate for 
a service fee of less than one-half of 
one per cent and render satisfactory 
service. 
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“In turn, the lending institution 
that offers or accepts such a proposal 
is only laying up for itself very prob- 
able future trouble because if the cor- 
respondent gives poor service or fails 
because of lack of income, the holder 
of the mortgage will be required to 
seek a new correspondent and then 
pay a legitimate service fee, thus void- 
ing the increased yield he thought he 
was getting. If the tightening of the 
money market removes the bad prac- 
tice of paying premiums for mort- 
gages, let us not at the same time start 
another bad practice because we do 
not have the courage to face up to the 
changed situation.” 


>> CHEAP MONEY’S END: Said 
Claude L. Benner, president, Conti- 
nental American Life Insurance Com- 
pany, Wilmington 

“We have come to the end of the 
cheap money road. The general price 
situation is such that unless we exer- 
cise restraint we can have a resound- 
ing crash. Get back of these credit 
restrictions. Don’t expect to keep up 
it can’t be done. 

“This inflation is far worse than the 
general public supposes. Government 
bonds should not have been main- 
tained at par (waving a copy of a 
speech he made in 1948 advocating a 
non-support policy) and had the pol- 
icy been continued much longer it is 
difficult to know what might have 
happened. 

“The Federal Reserve officials know 
what they are doing and deserve the 
commendation for and support of the 
steps already taken.” 


>> LOAN OUTLOOK: Said Donald 
W. Campbell, treasurer, State Mutual 
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Life Assurance Company, Worcester, 
Mass. 


“The adjustment in lower grade 
bonds may settle at a yield of one- 
quarter to one-half per cent higher 
than prior to March 3rd. For the im- 
mediate future, bonds may be looked 
upon with more favor for investment 
of available funds than are mortgages. 
It is true that mortgage rates ulti- 
mately follow the trend of bond rates; 
and though the insurance companies 
may temper current investments by 
selecting more bonds than mortgages, 
they are not going to abandon mort- 
gage loans as a medium of invest- 
ment. 

“But what is brought out forcefully 
is that mortgage loans have a strong 
competitor in corporate bonds. The 
percentage of mortgages to assets of 
life companies has increased greatly 
during the past five years; and in view 
of the action of March 3rd, a large 
part of their government bond hold- 
ings will now be more permanently 
invested and not available for conver- 
sion into mortgages.” 


2> SECONDARY MARKET: Said 
Raymond M. Foley, HHFA Adminis- 
trator— 


“One of the very important ques- 
tions of the next year will be the trend 
of the private secondary mortgage 
market. With a lessened production 
of housing, this market should be 
strong. That will of course have an 
effect on FNMA. FNMA’s experi- 
ence has been encouraging. A very 
large percentage of the outstanding 
commitments have not been exercised 
which can mean only that the private 
secondary market has improved mark- 
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edly. We have presently an uncom- 
mitted balance of authorization care- 
fuliy nurtured from zero to nearly a 
billion dollars. We have been conduct- 
ing a quiet but intensive sales cam- 
paign and the results while not very 
large have been promising.” 


>> OPPORTUNITY FIELD: Said 
FHA Commissioner Franklin D. 
Richards— 

“It would be to your advantage to 
study the internal organization of your 
companies whereby you can make and 
service these Sections 8 and 203(d) 
mortgages efficiently and on a profit- 
able basis. The volume of business is 
greater in this field than elsewhere. 
Our records show that about 10 per 
cent of the mortgages on new homes 
are running under $5800 and approxi- 
mately 65 per cent of the mortgages 
are for $9450 or less.” 


>> CURRENCY INFLATION: Said 
Milford A. Vieser, vice president, The 
Mutual Benefit Life Insurance Com- 
pany, Newark— 

“To stop inflation, we must stop in- 
flating our currency. We can be and 
we must be more forceful and more 
articulate in the fight against infla- 
tion. Many of us are not in agree- 
ment with methods presently followed 
by our government for arresting the 
inflationary trend. Credit and price 
controls and restrictions are poor sub- 
stitutions for a more orthodox fiscal 
policy.” 
>> GOOD SERVICING PAYS: Said 
Oliver M. Walker, president, Walker, 
& Dunlop, Inc., Washington, D. C.— 

“Those companies which have in- 
stituted modern cost accounting sys- 
tems have quickly learned that serv- 
icing is usually the steadiest and most 
profitable source of income.” 


>> DELINQUENCIES: Said William 
I. DeHuszar, treasurer, Dovenmuehle, 
Inc., Chicago— 

“Delinquencies are not bad but 
again not too promising. The out- 
break of the Korean War and prepar- 
ations for a possible World War III 
put us back on the ‘inflation road.’ 
While in February, 1950, the number 
of unemployed reached 4% million, 
today, just about a year after that 
date, unemployment has decreased 
from this post-war peak to 24% mil- 
lion. This latter figure, of course, 
isn’t close to the one-half million of 
unemployment which we had in Octo- 
ber, 1944, yet the improved employ- 
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With a few exceptions, copies 
of any or all of the addresses 
given at MBA’s Eastern Mort- 
gage Conference in New York 
are available to members with- 
out charge on request to the 
national office. A copy of the 
address by W. A. Clarke has al- 
ready been sent; additional cop- 
ies are also available on request. 











ment situation has eliminated most of 
the delinquency problems which we 
were prepared to face a year ago.” 


>> ADVICE FOR LENDERS: Said 
Thomas E. McDonald, MBA director 
of accounting and servicing— 

“If your investor wishes to compute 
your service fees, allow him. Retain 
all hazard insurance policies; give 
your investor a certificate, a perma- 
nent one if possible. Retain all real 
estate tax receipts; give your investor 
a blanket certificate. Retail all escrow 
funds; this may even be possible on 
your 608’s—it’s being done. Reduce 
the number of your custodial bank 
accounts if possible.” 


>> WORLD VIEW: Said John Nu- 
veen, former chief, ECA missions to 
Greece, Belgium and Luxemburg— 
“Either we are going to step into 
world leadership or Russia will. So far 
Russia has been the only one who has 
moved. She has already embraced 
one-third of the population within her 
realm of influence and is well on the 
road to making it one-half. If we are 
going to withdraw and let her have 
Asia and Europe, that means she will 
have Africa and then South America. 
Communism can overwhelm that con- 
tinent as well, and we can look for- 
ward to Canada and United States, 


163 million people, trying to survive 
in a world in which there are 2 billion 
people under Russian influence and 
under an ideology that says democ- 
racy and Communism cannot exist 
side by side—it is either one or the 
other.” 


>> WON'T EASE: Said Samuel E. 
Neel, MBA Washington counsel— 

“Any changes in housing credit re- 
strictions will be a tightening of con- 
trols rather than a relaxation... .” 
>> U. S. SOLVENCY: Said Senator 
Everett M. Dirksen— 

“I’m fearful of this country’s sol- 
vency and am wondering just how 
soon we’re going to run out of 
money.” 


MBA’S N. Y. CONFERENCE 
(Continued from page 12) 
particularly mortgage credit and the 
possible supply of funds for mortgage 

financing. 

The program was hastily revised 
and W. A. Clarke, who now spends 
about half of his time with the Fed- 
eral Reserve System as consultant to 
the Office of Real Estate Credit, un- 
dertook the job of researching the 
question and coming up with the hard 
cold facts of what it all means (and 
members who did not hear it should 
now read it in text form supplied by 
the national office). 

The Conference itself was the larg- 
est regional meeting yet held in New 
York. With the 1200 attending the 
three previous meetings in 1951, it 
brought this year’s attendance to more 
than 2000, making it a record year, 
with the Birmingham and Jacksonville 
meetings yet to come. Attendance was 
from practically every state, the Dis- 
trict of Columbia and Canada. Every 
type of lending and investing institu- 
tion was shown on the registration. 
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MBA’S 1951 MEETING PROGRAM GOES INTO ITS FINAL 
STRETCH WITH JACKSONVILLE - BIRMINGHAM CLINICS 


No other association in the banking, 
investment, real estate, building or 
finance fields, with one possible excep- 
tion, has sponsored a program of 
meetings in 1951 comparable in scope 
to that which MBA concludes in May 
with its final Clinics in Birmingham 
on the 8th and Jacksonville on the 
lith. The Jacksonville meeting will 
be preceded by the regular Spring 
board of governors meeting at Ponte 
Vedra, Fla., just north of Jacksonville. 
Board members will hear reports from 
all committee chairmen including that 
of the nominating committee which 
met in mid-April in Texas 


Clinic speakers will be Franklin D. 
Richards, FHA commissioner; T. B. 
King, VA loan guaranty service; W. 
A. Clarke, consultant Office of Real 
Estate Credit, Federal Reserve Sys- 
tem; Oliver M. Walker, president, 
Walker & Dunlop, Inc., Washington, 
D. C.; Samuel E. Neel, the Associa- 
tion’s Washington counsel; Thomas 
E. McDonald, of MBA’s national 
staff; Milton T. MacDonald, MBA 
president; and E. A. Camp, Jr., vice 
president and treasurer, Liberty Na- 
tional Life Insurance Company, Bir- 
mingham. Mr. Camp has been active 
in the Association’s servicing program 
from the beginning. 

The Jacksonville program will be 
essentially the same with the principal 
speakers scheduled to address the 
meeting. The Birmingham Clinic is 
being arranged by John C. Hall of 
Cobbs, Allen & Hall Mortgage Com- 
pany, a board member, and the one 
in Jacksonville by Brown L. Whatley 





W. A, Clarke 


Brown Whatley 


16 


of Stockton, Whatley, Davin and 
Company, regional vice president. 
Since Mr. Whatley operates The Inn 
at Ponte Vedra, he will play host at 
the governors meeting. 

Following the two Clinics, the Mort- 
gage Banking Seminar and Advanced 
Mortgage Banking Seminar in Chi- 
cago in June complete the 1951 pro- 
gram until the September convention 
in San Francisco. 


CHICAGO IS CONVENTION 
CITY FOR MBA 1952-54 


While the principal interest in MBA 
meetings after the Spring Clinics and 
Seminars end is the San Francisco 
Convention in September, the Asso- 





MBA CALENDAR 











May 8, Clinic, Hotel Tutwiler, Bir- 
mingham. 


May 11, Clinic, George Washington 
Hotel, Jacksonville, Fla. 


June 18-22, Fourth Annual Mortgage 
Banking Seminar, Northwestern 
University, Chicago. 

June 25-27, First Advanced Mortgage 
Banking Seminar, Northwestern 
University, Chicago. 

September 11-14, 38th Annual Con- 


vention, Mark Hopkins and Fair- 
mont Hotels, San Francisco. 





Oliver Walker 


The 





AT N. Y. MBA LUNCHEON 


Annually, in conjunction with 
MBA’s Eastern Mortgage Conference 
in New York, the Mortgage Bankers 
Association of New York, Inc. holds a 
luncheon. They’ve been growing each 
year and places were reserved for 
nearly 200 at the one this year. After 
the preliminaries, with Lawrence A. 
Epter, Association president, presid- 
ing, members and guests heard Les 
Kramer, producer of Circus Saints 
and Sinners. At the speakers table 
members saw, left to right: 

Hugo Steiner, Stern Lauer & Co., 
member NY-MBA Board; Albert E. 
Berkeley, Berkeley-Judeison, Inc., vice 
president NY-MBA; Bertram Mock, 
chief of claims, VA in New York; 
Les Kramer, speaker; Harry Huter, 
vice president, Bay Ridge Savings 
Bank, NY-MBA board; MBA Presi- 
dent Milton T. MacDonald; Mr. 
Epter; Aubrey M. Costa, president, 
Southern Trust & Mortgage Co., and 
MBA vice president; Harold M. Clay, 
FHA district director; C. M. Rankel, 
News Syndicate Service; Stephen 
Thompson, real estate editor, New 
York Herald Tribune; James L. Hol- 
ton, real estate editor, New York 
World Telegram & Sun; and Otto M. 
Hartwig, executive secretary, Long 
Island Home Builders Institute. 

The New York MBA, one of the 
newest local groups in the country, 
has shown steady and consistent 
growth each year and is now one of 
the largest. 


ciation has already scheduled its next 
three conventions. In 1952, 1953 and 
1954, MBA will meet at the Stevens 
Hotel in Chicago, one of the few 
places in the country where all mem- 
bers can be housed under one roof 
and where ample hotel acommoda- 
tions for all tastes are available. 

Association officers acted to secure 
accommodations for three years in ad- 
vance in view of the uncertainty re- 
garding the defense effort. Past ex- 
perience shows that Chicago is always 
in high favor with most people for a 
convention. 
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WEAK SPOTS IN SERVICING AS McDONALD HAS SEEN 


THEM; REPORT ON WHAT HE'S FOUND IN HIS TOUR 


eo the Association set up a 
new Department of Accounting 
and Servicing a year ago, it was gen- 
erally agreed that the servicing end of 
mortgage operation had become about 
as important as any other phase, that 
it would likely become increasingly 
important in future years and that 
there was much to be done in achieving 
more efficiency and greater economy. 
The Mortgage Loan Servicing Hand- 
book by William I. DeHuszar, first 
text on the subject, was well received 
in the industry and a good indication 
that here was a field in which some 
work needed to be done. 

But no one guessed accurately just 
how great was the need for some sys- 
tematic guidance in the field of serv- 
icing until the new department under 
the direction of Thomas E. McDon- 
ald actually got underway. No one 
realized just how many companies 
needed help in their servicing opera- 
tion—and were willing to admit it. 
No one suspected how many firms 
were operating under procedures that 
were long out of date, costly and eat- 
ing up profits from other sources. 

But that was a year ago and a great 
deal has happened since. Today, a 
great many servicing operations over 
the country are better conducted, 
running more profitably and smoother 
with many more to be added in the 
future as a result of the work already 
done. 

During the first several months of 
the new department, Mr. McDonald 
was studying and analyzing servicing 
operations of leading mortgage houses 
in various parts of the country. He 
particularly noted the best features he 
saw in each one. Then began his ex- 
tensive tour around the country assist- 
ing members in their servicing. The 
statistics are impressive : 


>> From August 1, 1950 to March 
31, 1951, he traveled 25,000 miles and 
visited 94 member firms of which 67 
were mortgage houses, 13 were banks 
and 14 were life insurance companies. 
How many loans that covered is un- 
known but they included some of the 
largest life companies, some leading 
banks and some mortgage houses at 
the top of any list. Size and age of 
institution has meant nothing in this 
venture in servicing — some of the 
largest need help as much as the 
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smallest and MBA’s new department 
has been able to siep in and provide 
it. With some firms he’s spent nearly 
a week, some two or three days and 
in others only a day. For other firms 
detailed reports have been prepared 
offering specific suggestions as to how 
they can do a better job. 





T. E. McDonald 


W. L. DeHuszar 


In between all this, Mr. McDonald 
has spoken before our regional meet- 
ings in Chicago, Minncapolis, Okla- 
homa City and New York and 
addressed the Birmingham, Dallas, 
Illinois and Cleveland local and state 
associations and will appear again at 
the Birmingham and Jacksonville 
Clinics. 

Out of all this study, review and 
inspection of mortgage loan servicing 
operation, what significant facts 
emerge? Mr. McDonald says he has 
found four common deficiencies: 


>> Duplication of effort by investor 
and loan correspondent maintaining 
similar records. 


records 
ledgers containing unnecessary 


>> Maintenance of manual 
and 


information. 


>> Antedated methods, equipment 


and accounting procedures. 





>> Lack of understanding between 
investor and loan correspondent as to 
what is exactly expected of each. 

William I DeHuszar, chairman of 
the Servicing Committee under whose 
supervision the new department is 
functioning, says that his group now 
realizes that it will not be possible to 
accommodate all member firms with 
personal consultations by Mr. Mc- 
Donald as soon as they would like. 
The schedule remains a heavy one 
and the first round of visits may not 
be completed this year. In the mean- 
time, DeHuszar has a suggestion for 
MBA members which will be helpful. 

“Your servicing manager may have 
a problem which may not warrant a 
visit by Tom McDonald but which 
may be solved by our group. The 
Committee will be able to give you 
the answer right away or know where 
to find it. If, for instance, you want 
the answer on a certain problem from 
more than one member of the Com- 
mittee we can arrange for you to 
receive from the ten men 
comprising this Committee. In this 
manner you may get different opin- 
ions and views, all pros and cons 
the complete picture. From these pos- 
sibly divergent opinions you may ar- 
rive at your own conclusions and find 
the solution to your problem.” 

Members of the Committee include 
Ehney A. Camp, Jr., Birmingham, 
Alfred S. Mills, New York, Les C. 
Forth, Montreal, Homer S. Gibbs, 
Nashville, Walter C. Nelson, Minne- 
apolis, Howard S. Bissell, Cleveland, 
J. D. Ansley, San Antonio, and R. W. 
Hatch, Washington, D. C. 

So, whatever problem you 
have in servicing, send it along to the 
headquarters office immediately ad- 
dressed to Mr. DeHuszar and prompt 
action will be taken. This doesn’t 

(Continued page 22, column 3) 
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may 
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New Investment Cycle Ahead 


for Life Insurance Companies? 


The industry seems to think so and 


says most significant change will 


be in mortgage financing next year 


HILE mortgage lending contin- 
ues to move along at a fast pace 
over the country, a change seems not 
too far Principal reason, of 
course, is that the loans just won't be 


there because of the curtailment cre- 


away. 


ated by the defense program restric- 
And added to it are other fac- 
tors such as the increased appeal to 
be found in the bond market because 
of the change in governments. As 
Donald W. Campbell declared in his 
MBA New York Conference address, 
the life companies are now likely, more 
so than at any time in the recent past, 
to hold on to their governments. Then 
W. A. Clarke went on to give our 
Eastern Mortgage Conference a de- 
tailed analysis of the supply of mort- 
gage funds and the prospects of de- 
mand (See complete analysis). 


tions. 


Life insurance investment distribu- 
tion appears to be entering on a new 
cycle of change this year as a result 
of the shifts in the nation’s economy 
which began the middle of last year, 
says the Institute of Life Insurance. 


Most clearly indicated is a slowing 
down in mortgage financing. 
Real estate mortgages accounted for 
more than 40 per cent of the life com- 


new 


panies’ new investments in 1950, with 
nearly $5,000,000,000 going 
loans. While mortgage holdings may 
continue to rise during the early part 
of the made 
prior to the government credit curbs 


into 


year, as commitments 
are carried out, most life company of- 


fices expect a sizeable curtailment 
later in the year. 

More specifically, here is the record 
for the life companies last year: 

Farm and non-farm mortgages, re- 
spectively $1,329,000,000 and $14.- 
766,000,000, made up a record total 
of $16,095,000,000 held at the end of 


1950. This category showed a 24.8 
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per cent increase in holdings over the 
previous year—the largest of any type 
of investment. Holdings of non-farm 
mortgages have been accumulating at 
a much faster rate than farm, nearly 
tripling in the last ten years, and in- 
creasing by 25.9 per cent in 1950 
alone. 


Acquisitions for 1950 showed that 
the heaviest buying took place in 
mortgages, $4,901,000,000, and 
curities of business and industry, 
$4,107,000,000. Next were U.S. Gov- 
ernments, with $2,021,000,000 pur- 
chased. These three categories ac- 
counted for about 90 percent of the 
acquisitions in 1950, the balance be- 
ing made up of other government se- 
curities, real estate, policy loans and 


se- 


miscellaneous. 


The total $12,180,000,000 acquisi- 
tions during 1950 were 2.8 times the 
net increase in holdings. This is some- 
what lower than the 3.4 to 1 ratio in 
1945. 


Corporate securities may see a con- 
siderable expansion this year, depend- 
ing on the extent to which the large 
and growing capital needs of the 
economy are met out of private rather 
than government channels. Last year 
the life companies’ new investments 
in corporate securities more 
than $4,000,000,000. 


were 


Real estate is regarded as an area 
of continued expansion for life insur- 
ance investment funds, says the Insti- 
tute, with the relatively new holdings 
of rental housing and rental commer- 
cial properties already near $1,000,- 
000,000. There have been past years 
when real estate holdings topped the 
present total, but in those years the 
greater part of the volume was in 
foreclosed real estate, rather than in- 
vestment real estate. 


The 


If the Institute is correct in saying 
that we are entering a new cycle as 
far as life company investments go, 
then it won’t be the first time—par- 
ticularly for mortgage loans. Here is 
a tabulation which shows graphically 
how widely the life companies have 
shifted in the past in their regard for 
one investment over another type. 
Note particularly how their holdings 
of mortgages have changed over a 
period of three decades. 


Mort- Corp. Gov't. Real Policy 


gages Sec. Beds. Estate Loans Misc. 
1920 33% 30% 11% 2% 12% 12% 
1925 42 27 6 2 12 11 
1930 40 28 2 3 15 12 
1935 23 25 12 9 15 16 
1940 19 30 19 7 10 15 
1945 15 25 46 2 + 8 
1950 25 40 21 2 4 8 


In most cases, while the percentage 
distribution has fluctuated up and 
down on each individual type, the ag- 
gregate holdings have maintained a 
fairly steady rise, due to the increas- 
ing policyholder reserves. 

Mortgages, for instance, are now 
one fourth less percentagewise than in 
1920, but they now account for nearly 
seven times the aggregate of 1920. 


Current new investments have a 
greater immediate effect on aggregate 
distribution and also on net yield 
than was the case in some earlier pe- 
riods, due to the large volume an- 
nually of refinancing, replacements 
and maturities. In 1950, for example, 
the total funds of the life companies 
rose only about $4,419,000,000, but 
refinancing and maturities brought 
the aggregate of funds available for 
investment to more than two and 
one-half times that. In effect, then, 
the single year’s new investments af- 
fected total assets on the basis of 
nearly three years’ rise in assets. 

“Investment policies have never 
been static in the life insurance busi- 
ness,” the Institute commented. “In 
putting to work the funds held for 
policyholders’ future contract needs, 
the life companies have shifted em- 
phasis from one field to another as 
new investment opportunities have 
opened up and as the needs of the 
economy have changed. Inasmuch as 
this year is bringing in another im- 
portant change in economic relation- 
ships, there are bound to be major 
changes in the placement of life in- 
surance policyholder funds.” 
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AYBE the RFC scandals did it, 

maybe in some way it was the 
impact of heavier taxes, maybe it was 
just time for the country to become 
conscious of the deep involvement of 
the federal government in lending 
and credit, and maybe it was a com- 
bination of all these things and many 
more, but whatever it was, the nation 
seems to have become aware that 
Uncle Sam is rather heavily involved 
in credit. And it is in the field of 
housing that he is most heavily in- 
volved. 

It’s no news that credit and lending 
operations of the Federal Govern- 
ment have gone far beyond their 
emergency origins and purposes and 
have assumed permanent character- 
istics as well—but just how deep it 
has gone is revealed in a new study 
by the Bureau of the Budget. 

This study, appearing for the first 
time in a Government Budget docu- 
ment, is of particular importance now 
since it shows how much the Gov- 
ernment has stimulated the expansion 
of credit in an economy that gives 
every indication of being surcharged 
with inflationary potentials to a 
dangerous degree. 

The Bureau of the Budget analysis 
estimates that loans, guarantees and 
credit commitments made by wholly 
owned Government enterprises will 
reach a combined total of $44.4 bil- 
lions at the end of the current fiscal 
year on June 30. This represents a 
rise of $94 billions, or 27 per cent, 
over the comparable figure on June 
30 last year. The increase came in a 
period in which inflationary pressures 
in the economy, kept alive in great 
by Government deficit 
financing, were reinvigorated by the 
events in Korea. 


measure 


A further increase of approximate- 
ly $41 billions in the combined out- 
standing total of Government credit 
activities is predicted for the 1952 
fiscal year, with the total expected 
to reach a new high of $48.8 billions 
by June 30 next year. 

In all, counting uncommitted funds 
and additional credit authority 
sought, wholly owned Government 
enterprises analyzed by the Bureau 
of the Budget will have an estimated 
total lending authority of $58.6 bil- 
lions on June 30 this year and $61.5 
billions on June 30, 1952. An indica- 
tion of the magnitude of these sums 
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Uncle Sam, Largest Lender, 
Creditor and Guarantor 


This month his loans, guarantees and 
credit commitments will reach $44% 
billion and much more are in prospect 


is found in the fact that the nearly 
15,000 banks in the country combined 
had total of $61 billions on 
December 27 last year. 


loans 


Nor do these figures represent all 
the loanable and insured 
funds involving the Government 
credit and the public purse. Because 
of special factors, the Bureau of the 
Budget study excludes numerous 
agencies under Government sponsor- 
ship such as Federal Home-Loan 
banks, banks for cooperatives, the 
Federal Deposit Insurance Corpora- 
tion, and the Commodity Credit 
Corporation. 

By far the largest of the Federal 
credit fields is that classified as hous- 
ing and development. 
The combined total of loans, guar- 
antees and commitments outstanding 
in this category will reach an esti- 
mated $31.5 billions on June 30, 
1952, with an additional $8.4 billions 
of lending authority available on that 
date. GI and FHA loans are the big 
factors. It is estimated that 40 per 
cent of the entire current home 
mortgage debt is insured or guaran- 
teed by Federal agencies. 

The second largest field is that of 
international security and foreign re- 
lations, with a combined total of 
$10.7 billions of commitments 
pected to be outstanding at the end 
of the 1952 fiscal year. The big items 


available 


community 


ex- 


here are the British loan and activi- 
ties of the Export-Import Bank. 

Based on total credit authority, the 
classification of finance, commerce 
and industry is third in size with an 
estimated total of $5.8 billions to be 
available on June 30, 1952. However, 
actual commitments under this classi- 
fication at that time are estimated at 
$2.8 billions, or $700 millions 
than the comparable commitments 
anticipated for the agricultural sector 
of the economy on the same date. 


less 


Government lending operations 
have a long history, dating back to 
the chartering of the Bank of North 
America by the Continental Congress 
during the Revolution. Up to re- 
cently, however, such activities by the 
Federal Government have been quite 
rare and have always been regarded 
as both emergency and temporary in 
nature. This tradition was still mani- 
fest in the First World War when 
the Government established a number 
of lending agencies to help prosecute 
the conflict but disbanded them when 
peace came. 

Many of the present Federal lend- 
ing agencies likewise started with an 
emergency background, like the RFC 
in 1932. However, the original pur- 
poses seem to have become dim with 
time, and by statutory authority and 
operation the lending agencies have 
apparently settled down to stay. 
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We’ve FOOLED OURSELVES 
ABOUT CHINA 


By WALTER H. JUDD 
Congressman from Minnesota 


HEN history is written, it will 

seem that supposedly 
smart, enlightened, and sophisticated 
Americans could be so easily beguiled 
into accepting so many myths about 
the nature of Chinese 
and base their country’s policies on 
them. 

One was the myth, 
propagated during the war, and ad- 
vocated by Stilwell, that we must 
arm the Communists because they 
were said to be doing most of the 
fighting against the Japanese. It 
wasn’t so. They inflicted less than 10 
per cent of the casualties on the Japa- 
But the myth did its job and 
at a crucial period built up the Reds 
and tore down the Chinese govern- 
ment. 


fantastic 


Communism, 


successfully 


nese. 


that 
that 
dangerous 


when events 
myth false, there was another: 


the 


Then, proved 


Communists weren't 
because “they are people. 
They take the Well, 


we have seen them take the cities. 


country 
won't cities.” 

Then the propagandists said: “But 
they’re Northerners. They won’t take 
South China. After all, China’s too 
big; probably it ought to be split 
the Yangtze River. Let the 
Communists take North China, and 
let the government have South China 

maybe it can handle things better 


along 


there with fewer and smaller prob- 


lems.” Then the Communists took 
all of South China. 
Another myth gone—but its work 


of lulling us to sleep for some months 
had been well done. 


Up to now, The Mortgage Banker hasn't stepped out- 
side its restricted editorial field, but does in these pages 
to present portions of what Congressman Judd told mem- 
bers of the New York Economic Club the other day. 
Congressman Judd knows China well and spent many 
years in that country. He knows ber people, customs and 
traditions. He thinks we've misjudged events along the 
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Then came the myth that the 
Communists in China couldn’t be a 
threat to us because “they won’t be 
able to convert the Chinese to Com- 
I don’t know whether they 
can or not. I hope they can’t. But 
the argument is irrelevant. They 
haven’t yet been able to convert any 
people to Communism, beginning 
with the Russians. They don’t claim 
to have more than 3 per cent of the 
Russians, 6 per cent of the Poles, 
8 per cent of the Czechs. Does any- 
one suggest that they therefore don’t 
control these countries and can’t use 
their resources and strength against 


us? 


munism.” 


We naively assume that the Com- 
munists are trying persuasion to win 
51 per cent of the people to join their 
Party because that’s what a political 
party does in our country. But they 
don’t want that. They know that if 
they got a majority of the people into 
their party, they would have as much 
trouble as the Democrats are having 


here—factions fighting among them- 
selves. They don’t want more than 
a few per cent of the population. 


When they get more than that they 
purge them. 


They only a little handful 
as a completely regimented iron core 
to control the rest. Why do we insist 
on projecting our ideas into their 


And then them, 


want 


minds? denounce 


when they of course don’t operate 
according to our ideas? 

Then we were assured “the Reds 
can’t make good soldiers out of the 
Chinese.” Ask our marines out in 
Korea about that one. 


Even before that was exploded, 
they had another ready. They al- 
ways have another one ready to keep 
us slumbering, while they make hay. 
They don’t try to persuade you ac- 
tually to join the Communists or 
even to support them; they just per- 
suade you not to be alarmed or to 
do anything about Communist gains 


—which of course amounts to the 
same thing. 
Thev said: “The Communists 


won’t be able to solve China’s eco- 
nomic problems.” The answer is, of 
course, they won’t; but the argument 
is completely irrelevant. The Com- 
munists haven’t been able to 
the economic problems of any coun- 
try they have taken. Look at Poland, 
Czechoslvakia, Russia herself. But 
would you suggest that they do not 
have those countries in their grasp, 
usint their resources against ourselves 
and all free men? 


solve 


And where did anyone get the no- 
tion that they’re trying to solve peo- 
ple’s economic problems? To improve 
the conditions under which people 
live is what we would do if we were 


way and that most of what we bave come to accept as 
facts are myths instead. Long term, he’s optimistic about 
the outcome of our predicament in the Far East as well 
as the ability of the Chinese people to again achieve real 
independence; near-term, be presents the _— of a 
rough road ahead. And the time it will take to travel it 
probably won't be short. 
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going into China, as we did do when 
in the Philippines. But that isn’t the 
Communist objective. Their objective 
is conquest. 

And then there was the “morass” 
theory. This was the myth that the 
great seething bog of Chinese prob- 
lems would defeat any interloper. 
Three years ago I was on a Town 
Meeting of the Air with Owen Latti- 


more. His line was: “Don’t worry 
about Russian influence in China. 
Stalin may be dumb, but he isn’t 


dumb enough to get mixed up in that 
Chinese morass.” But it is clear he 
is pretty well mixed up in it, and he 
seems to be doing quite well with it. 

Now the Communists in China did 
what appeared to be good things 
while working to gain control. They 
did make the people “better off” in 
the country but notice how 
they did it. 

Since the objective of the Commu- 
nists was to weaken and destroy the 
Government of China, they wanted 
to make conditions so bad in the 
cities that the people would turn to 
them thinking nothing could be worse 
than under the Kuomintang. So the 
Communists wouldn’t let the farmers 
move their grain into the cities. Con- 
sequently, the hungry city people were 
restless and turned against the gov- 
ernment. But the farmers had all the 
grain to eat, which was more than 
they had ever had before. And they 
fatter. That was why the 
American newsman and sometimes a 
missionary reported: “The country 
people are better off.” Well, they’re 
not now. Almost everywhere they’re 
worse off. The levies on the farmer 
are higher than they’ve ever been and 
they have lost their freedom besides. 
The so-called “better off” didn’t last 
longer than was necessary for the 
Reds to get their hold fastened on 
Now there are nobody 


areas, 


were 


the people. 
but the poor. 
For the last couple of years, there’s 
been a new myth to beguile us 
that Communists in China will prob- 
ably develop Titoism. Communism is 
still going to be different in Asia! If 
we'll just recognize them, give them 
some territory, for example, 
like Formosa, help them succeed- 
somehow that will cause them to fail. 
If you have difficulty with that, may- 
be the State Department can explain 
it to you. I had thought the way to 
overcome an enemy was to cause him 


more 
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to fail, but their idea was to help him 
succeed. And then, he would be 
Tito. 


There never was a shred of evi- 
dence that Mao Tse-tung would be a 
Tito, if he could. Chiang Kai-shek 
was the original Tito from 1927 on. 
And Mao has been the No. | anti- 
Tito in the world. His life work has 
been to destroy Chiang and Titoism. 
He’s been the Soviet Union’s most 
loyal satellite for 29 years, even under 
the most difficult and seemingly hope- 
less circumstances. But when Com- 
munism is winning and we’re losing 
in Asia, then he is supposed to desert 
Stalin and join us. One wonders how 
crazy people can get. 

Besides Mao couldn't be a Tito if 
he would. Why? Because the Soviet 
Union can so easily control Man- 
churia, the Ruhr of Asia. That was 
fixed up at Yalta, you recall. Mao 
cannot make it without the resources 
of Manchuria any more than Chiang 
could. You can be sure the Kremlin 
is determined not to have any more 
Titoism. If Mao should deviate in 
the least from what the Kremlin 
wants him to do, it would close down 
on his juglar vein in Manchuria and 
he would be done for. 


Perhaps the most widely believed 
myth is that even if Communism wins 
in China, the Chinese will overcome 
it eventually. China has been con- 
quered again and again. She has al- 
ways absorbed her conquerors and 
therefore she will overcome this con- 
queror, too. 

There are two comments to make 
on that: One is that to argue that 
China will absorb the Communists 
just because she absorbed her previous 


conquerors is about as intelligent as 
it would be for me to say to a man 
who has cancer, “well, my friend, 
that’s rather serious, but I wouldn’t 
be unduly alarmed about it. You'll 
probably get over it because you got 
over all your previous diseases, didn’t 
you?—measles, diphtheria, scarlet fe- 
ver, tonsillitis—you got over all of 
those diseases, so you should get over 
this one too.” Unfortunately, that 
does not necessarily follow. People 
die of cancer every day who never 
died before; it is the very first time. 
Cancer is a different disease. Just so, 
the Communist conquest of China is 
as different from her previous con- 
quests, as tuberculosis of the lungs is 
from bronchitis. 


I have a deep feeling—not based 
on any demonstrable reasons—that 
somehow the Chinese will eventually 
be able to pull through their present 
ordeal to real independence again. I 
have more confidence that they will, 
than I have that we will, for they’re 
tougher. They don’t expect so much. 
They aren’t as brittle as we, won't 
blow up the way we may when we 
have to face reduced standards of 
living in the reasonably near future. 
But if the Chinese should be able 
eventually to overcome the Commu- 
nists, there is still the big question— 
how long will it take? Well, it took 
China 100 years to overcome the 
Mongol conquerors. It took them 
267 years to overcome the Manchus. 
Maybe they could overcome the Com- 
munists in the next few 
hundred years. 


sometime 


What happens to you and me in 
the meantime? And our children? 
And our country? I can’t get much 
comfort out of that. 
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Reports from local associations 
across the country: 
>> DETROIT: To send payment- 


due notices or not to send them be- 
came the focal point of a lively dis- 
cussion at the clinic on collection and 
servicing problems conducted by the 
Detroit MBA. Clement J. Mutschler, 
a panel member, declared that his 
organization held a firm belief in the 
monthly notice. He said they had 
made a thorough investigation to de- 
termine the best time to send it and 
found it to be one week in advance 
of the payment due date. As a result, 
his company had 50 per cent of its 
accounts paid by the due date. 
William W. Dwyer, of the Detroit 
FNMA staff, another panel member, 
said he had computed the percentage 
of delinquent accounts of four lend- 
ing institutions of aboui the same size 
and with the same character of ac- 
counts, two of whom used the month- 
ly billing system. Ratio of delinquent 
accounts to total accounts of the two 
institutions which did monthly bill- 
The ratio for 
bill 


ing was 6.4 per cent. 
the did 


per cent. 


two which not was 6.5 

Another panel member, William H. 
Hack, said his concern worked on the 
theory that “the squeaking wheel gets 
most of the grease,” and so started 
telephone calls as the de- 
linquent register was prepared each 


soon as 


month. 

Howard L. Gay, assistant cashier 
of a Flint, Mich., bank, believed that 
servicing started with the discussion 
which took place between mortgagors 
and mortgagee at the time of filing 
His 


special advice to applicants, he said, 


of the application for the loan. 


was for them to get one, two or three 
payments ahead during good work- 


ing times. Later speakers agreed in 


principle, but wanted more informa- 


tion about how actually to get the 


payments in. 





B. C. ZIEGLER 
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LOANS TO 


HOSPITALS * CHURCHES « —" 


COMMISSIONS TO CORRESPONDENTS 


AND 
COMPANY 


WEST BEND, WISCONSIN 
Chicago Office: 39 South La Salle Street 


Joel K. Riley, president of the De- 
troit association, was in the chair and 
Kenneth Burns, Detroit agency man- 
ager for FNMA, served as moderator. 

Haroitp Hatter. 


>> PITTSBURGH: Edward C. Doran 
is the newly-elected president of the 
Pittsburgh MBA and Jesse F. MacFar- 
lane is the new secretary and treasurer. 
Mr. Doran is president of Keystone 
Mortgage Corporation and has been 
in the mortgage business since 1935, 
with the exception of two years spent 
in the Navy. 





E. C. Doran J. P. MacFarlane 


Mr. MacFarlane is a vice president 
of W. A. Clarke Mortgage Co. He 
was formerly Chief Evaluator in Pitts- 
burgh for FHA. For a time he was 
the FHA underwriting supervisor for 
fourteen southeastern states, Puerto 
Rico, and the Virgin Islands. 

What They ve Been Talking About: 
In Seattle, MBA members heard Fred 
W. Darnell, past president of the Real 
Estate Board, forecast real estate 
trends, and A. B. Merritt, of the 
Seattle Branch of the San Francisco 
Federal Reserve, bring them up to 
date on Regulation XX... . 

George Metcalf, president, St. Louis 
MBA, joined with George F. Altman, 
William H. Jaffke, Fallon O’Leary 
and L. L. Seeman to discuss real estate 
financing before the broker division of 
the Real Estate Board. ... Marc Wile, 
the Memphis MBA, 
joined others to tell Kiwanis 
Club members what’s likely ahead in 
that city the next ten vears. . 


president of 
with 
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SERVICING EXPERIENCE 
(Continued from page 17) 
mean of course that members should 
hold up requesting Mr. McDonald’s 
service. Advise MBA headquarters if 
you want him to call at your office 
and it will be worked into his schedule 

at the earliest possible date. 

Another MBA servicing develop- 
ment is a projected Principles of Serv- 
icing, a pamphlet on the subject 
which, unlike MBA’s comprehensive 
Handbook on the subject, will recom- 
mend only one specific way to accom- 
plish a particular operation. It’s in 
the planning stage now with publica- 
tion scheduled sometime in the not 
too distant future. 

In the meantime, firms that operate 
with out of date servicing procedures 
are wasting a lot of money which 
they could just as well count as net 
profits if they'll modernize their sys- 
tems. That’s what the new depart- 
ment was set up to correct and is 
correcting for many firms. How is it 
going with you? It won’t hurt to look 
over your servicing because many 
who have been doing the worst jobs 
never suspected that they weren't 
right up to the minute. You might be 
in that class. 





DETROIT 


AND 


‘ MICHIGAN 


TITLE INSURANCE on 
both Owner's and 
Mortgagee’s Policies 
anywhere in Michigan. 

ABSTRACTS prepared 
and extended on lands 
in Wayne, Oakland and 
Macomb Counties. 






TAX reports prepared 
on condition of taxes 
to real property located 
in metropolitan Detroit. 


ESCROW Agent in all 
matters involving real 
estate transactions. 


The Oldest Title insurance 
Compony in Michigon 














Abstract and Title 


GUARANTY COMPANY 


735 GRISWOLD + DETROIT 26, MICH. 
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MBA’S TWO MORTGAGE BANKING SEMINARS IN JUNE 
OFFER COMPLETE COURSES IN ALL LOAN METHODS 


HE TWO events in the Associa- 
tion’s 1951 year that, more than 
any others, mean an investment in the 
future of your business are coming up 
1 June. 


>> The Mortgage Banking Seminar 
at Northwestern University’s Chicago 
campus June 18 to 22 and 


>> The Advanced Mortgage Banking 
Seminar at the same place to follow 
on June 25-27. 

Have you made reservations yet for 
members of your own staff? If not, 
you should notify Frank J. McCabe, 
director of education and research, as 
soon as possible because this year, as 
with previous Seminars, attendance is 
limited. 

At the Mortgage Banking Seminar 
the course shapes up as follows: 


History of Mortgage Lending by Dr. 
Arthur M. Weimer, Dean, School of Busi- 
ness, Indiana University, Bloomington ; 

Effect of Interest Rates and Security 
Prices on the Mortgage Market by Robert 
H. Pease, vice president, Draper and Kra- 
mer, Inc., Chicago; 

The Loan Application by Carey Win- 
ston, The Carey Winston Co., Washington, 
D. C.; 

Analysis of Personal Credit and Finan- 
cial Statements by Franklin Briese, treas- 
urer, The Minnesota Mutual Life Insur- 
ance Company, St. Paul; 

Appraising Dwellings by Herman O. 
Walther, Chicago; 

Appraising Apartments by Walter 
Kuehnle, president, American Institute of 
Real Estate Appraisers, Chicago; 

Appraising Stores and Commercial Prop- 
erty by Robert H. Armstrong, Armstrong 
Associates, New York 

Underwriting the Mortgage Risk on 
Residences by Gerald A. Golden, superin- 
tendent of mortgages, Sun Life Assurance 
Company of Canada, Montreal; 

Underwriting the Mortgage Risk on 
Apartments by E. C. Spelman, assistant 
vice president, Western and Southern Life 
Insurance Co., Cincinnati; 

Underwriting the Mortgage Risk on 
Stores by J. Truman Streng, vice presi- 
dent, Massachusetts Mutual Life Insurance 
Co., Springfield, Mass. ; 

Selling the Loan and the Correspondent- 
Investor Relationship by William L. 
Leighly, vice president, Dovenmuchle, 
Inc., Chicago; 

Construction Loans by Walter C. Nel- 
son, vice president, Eberhardt Company, 
Minneapolis, O. L. Rieder, assistant vice 
president, The Cleveland Trust Co., Cleve- 
land, and J. E. Merrion, builder, Chicago; 

Closing the Loan by Robert E. O’Dea, 
trust officer, Chicago Title & Trust Com- 
pany; 

Law for the Morigage Banker by Robert 
Kratovil, title officer, Chicago Title & 
lrust Company ; 
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Servicing the Active Loan by A. A. 
Johnson, assistant vice president, Colonial 
Mortgage Service Co., Upper Darby, Pa.; 


Servicing the Delinquent Loan by Askel 
Nielsen, president, The Title Guaranty 
Co., Denver; 

The Effect of Government on Mortgage 
Lending by Samuel E. Neel, Washington, 
D. C.; W. A. Clarke, consultant to the 
Office of Real Estate Credit, Board of 
Governors, Federal Reserve System; and 
Nathan Manilow, builder, Chicago; 

Acquiring New Business by Allyn R. 
Cline, president, Cline Mortgage & Trust 
Company, Houston ; 

Mortgage Banking in a War Economy 
by James C. Downs, Jr., president, Real 
Estate Research Corp., Chicago; 


And at the Advanced Seminar 
members will hear: 

The Influence of Political and Economic 
Forces Upon the Business Outlook Under 
a War Economy. 

“Economic Forces’ by Dr. Raymond 
Rogers, professor of finance, New York 
University. 

“Political Forces’ by Miles Colean, 
Washington, D. C. 


Summary by Robert H. Pease, vice 
president, Draper and Kramer, Inc., Chi- 
cago. 

Investment Policies and Practices of In- 
stitutional Investors. 


“Life Insurance Companies” by Milford 
A. Vieser, vice president, The Mutual 
Benefit Life Insurance Company, Newark. 


“Commercial Banks” by J. R. Jones, 
vice president, Security-First National 
Bank of Los Angeles. 

“Mutual Savings Banks” by Francis J. 
Ludeman, vice president and secretary, 
Che Manhattan Savings Bank, New York. 

“Savings and Loan Associations” by 
Edward Johnson, vice president, Bell Sav- 
ings and Loan Association, Chicago. 

Summary by James W. Rouse, The 
Moss-Rouse Company, Baltimore. 


New Trends in Financing. 

“Purchase Lease Transactions” by Ed- 
ward D. Auer, vice president, The Lincoln 
National Life Insurance Company, Fort 
Wayne, Ind. 

“Private Placement of Corporate Secu- 
rities’” by Dr. George T. Conklin, Jr., 
second vice president, The Guardian Life 
Insurance Company of America. 

Summary by William L. Leighly, vice 
president, Dovenmuehle, Inc., Chicago. 

Reducing Servicing Costs. 

“Comparative Cost of Servicing” by 


(Continued next page) 





Robert H. Pease F, J. McCabe, Jr. 


W. L. Leighly J. R. Jones 
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NOT VERY 
SERIOUS 











Mrs. O'Reilly was condoling with 
the Widow Cassidy after the demise 
of her husband. 

“And what was poor Terrence after 
dyin’ of?” she asked. 

“Sure, twas gangrene.” 

“Well,” breathed the sympathetic 
friend, “thank God fer th’ color of 
it.” 


“Young man,” said the old mar- 
ried man, to a friend about to be wed, 
“vou will find, as you give things to 
your wife, she will go through three 
stages.” 

“Really?” rejoined the 
swain. “That's very interesting. What 


lovesick 


are they * 

“At first,” came the solemn expla- 
nation, “she will say, “You are the 
dearest, sweetest, most wonderful hus- 
band in the world,’ Then, before you 
know it, you will find her accepting a 
gift with ‘Well, it’s about time. I 
thought you’d never get it for me!’” 

“And the third stage?” the young 
man inquired fearfully. 

The older man sighed, “Then she’ll 
say, but softly and only to herself, ‘He 
gave it to me without a struggle. I 


>» 


wonder what he’s up to! 


Wall Street Journal 


Three little boys were looking over 
Esquire Magazine one day (so related 
Claude L. Benner of Continental 
American Life speaking at MBA’s 
Eastern Mortgage Conference) but 
fell to talking about other things. 

“What do you want to be when you 
grow up?” said one. 

“Fireman,” was the reply. “And 
what about you?” 

“FBI man,” he replied. 

They turned to the third boy who 
had kept right on looking through 
Esquire. 

“What do you want to be?’ 
inquired. 


, 


they 


“I just want to grow up to be a 
man,” said the third. 
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ALABAMA, Birmingham, Louie Reese & 
Co., Inc.; Mobile, Title Insurance Com- 
pany. 

CALIFORNIA, San Francisco, Baldwin & 
Howell, Paramount Fire Insurance Com- 
pany. 

DELAWARE, Wilmington, Arnold Golds- 
borough Co. 


FLORIDA, Miami, Central Bank and 
Trust Company. 
ILLINOIS, Danville, Mercantile Mort- 


gage Company. 
INDIANA, Evansville, 
Bank of Evansville. 
KENTUCKY, Louisville, Homestead 
Mortgage Company. 
MASSACHUSETTS, Boston, The 
tional Shawmut Bank of Boston 
MICHIGAN, Detroit, Frank A. Bowdon 
Company, Lee Mortgage Corporation, 
National Mortgage Corporation. 
MINNESOTA, St. Cloud, St. Cloud Na- 
tional Bank. 
MISSISSIPPI, Jackson, 
vestment Company. 
MISSOURI, Sikeston, 
gage Company. 
NEW HAMPSHIRE, Manchester, 
borough County Savings Bank. 
NEW JERSEY, Newark, Stevens and Per- 
kins 

NEW YORK, Binghamton, The Bingham- 
ton Savings Bank; Syracuse, Jackson M. 
Potter, Inc. 

NORTH CAROLINA, Greensboro, South- 
ern Life Insurance Company. 

OKLAHOMA, Oklahoma City, Midland 
Mortgage Co., Jack A. Radford & Co.; 
Ponca City, Ponca City Savings & Loan 
Assn. 


The National City 


Na- 


Kimbrough In- 
Mercantile Mort- 


Hills- 


PENNSYLVANIA, Philadelphia, Kelley- 
Everly Company. 
SOUTH DAKOTA, Aberdeen, The Gor- 


der Company. 

TEXAS, Dallas, Reserve Life Insurance 
Company; Fort Worth, Continental Lift 
Insurance Company; Lubbock, Citizens 
National Bank. 

VIRGINIA, Alexandria, Curtis E. Mar- 
tin, Inc.; Hilton Village, Bank of War- 
wick. 

WASHINGTON, Everett, Tyee Land 
Company; Seattle, Greenwood Mortgage 
Company. 





MBA SEMINARS 
(Continued from page 23) 
Alfred L. Raney, vice president, Mortgage 

and Trust, Inc., Houston. 

“Reduction in Costs from Standardiza- 
tion of Procedures—By Mortgage Bankers” 
by Thomas E. McDonald, MBA Director 
of Servicing and Accounting. 

“Reductions in Costs from Standardiza- 
tion of Procedures By Life Insurance 
Companies” by John M. McGill, super- 
intendent of city loans, Equitable Life In- 
surance Company of Iowa. 

Summary by A. A. Johnson, assistant 
vice president, Colonial Mortgage Service 
Company, Upper Darby, Pa. 

Community Development and Trend 
Toward Decentralization of Urban Areas. 

“Residential” by Philip M. Klutznick, 
former commissioner, FPHA, Chicago. 

“Commercial and Shopping Centers— 
National Trends and Development Fea- 
tures’ by Seward H. Mott, director, Urban 
Land Institute, Washington, D. C. 

“Commercial Lessee’s Viewpoint” by 
Cecil Campbell, director of real estate, 


The 





PEOPLE AND EVENTS 





MBA Past President John C. 
Thompson, Newark, has been named 
a member of the Realtors Washington 

. ' committee. .. . In- 

ae TF  vestors Diversified 
Services, Inc., 
Minneapolis, 
named Harry C. 
Thompson 
treasurer and chief 
financial officer 
and he is sched- 
uled election 
as director. He was 
formerly vice pres- 
ident of the Chemical Bank and Trust 
Company, New York. 


as 


for 





George C. Johnson, president Dime 
Savings Bank of Brooklyn, announced 
the appointments of George N. 
Mauger, vice president; Everett J. 
Livesey, controller, and Andrew D. 
Wilson, assistant secretary. 





PERSONNEL 


25 years experience city loans and ap- 
praising commercial and residential prop- 
erties. Ten years mortgage department 
large insurance company, recently as man- 
ager mortgage loan department of real 
estate firm. 48 years old, married. Desire 
affiliation with institution requiring quali- 
fied mortgage loan executive. Write Box 
219, Mortgage Bankers Association of 
America, 111 West Washington Street, 
Chicago. 











Man, experienced, all phases mortgage 
lending. 8 years manager bank mortgage 
department. 2 years promoting title insur- 
ance agency. Exceptional record as closer. 
Logical reason for change. Write Box 220, 
Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2, 
Ill. 


Former mortgage loan manager. Fifteen 


years’ experience with largest national in- 
surance companies. Commercial and resi- 


dential appraising. Thoroughly familiar 
conventional, FHA and GI loans. 38, 
married, college graduate. Available im- 


mediately. Highest possible references. Lo- 
cation no object but proposition must be 
attractive financially, as desire to make 
permanent change with ample opportunity 
for future advancement. Write Box 221, 
Mortgage Bankers Association of America, 
111 W. Washington Street, Chicago 2, 
Ill. 





The Walgreen Company, Chicago. 
“Investor's Viewpoint’ by E. C. Spel- 
man, assistant vice president, The Western 
and Southern Life Insurance Company, 
Cincinnati. 
“Industrial” by Roland R. Randall, presi- 
dent, R. R. Randall & Co., Philadelphia. 
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NATIONAL HOMES 


DEALERSHIPS 
offer Good Business Opportunities 


—and Mortgages on National Homes are Sound Investments! 





Many of our dealers have come to us at the suggestion of their local 
financial institutions. 


Some territories are now open for dealerships. Experience in home build- 
ing is not absolutely essential, but we insist on adequate capital, personal 
integrity and proven business ability. 


If you know of a man who might qualify, write for complete dealership 
details, or have him write us. 


Address all correspondence to National Homes Corporation, Lafayette, Ind. 

















Send 25c and get the Complete 
Story about NATIONAL Homes 


In order that you may be fully 
acquainted with the complete story 
of National Homes, we have pre- 
pared a big 64-page ‘““Your National 
Home Magazine” which will an- 
swer every question about our 
homes and our organization. Get 
the facts about our production, 
distribution, and variety of plans 


and designs. 





Corporation « Lafayette, Ind. 
EASTERN PLANT - HORSEHEADS, N.Y. 







NATION’S LARGEST PRODUCERS OF PREFABRICATED HOMES »* 





TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 


tection against title losses, facilitates the sale and 


transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabama Missouri 
Arkansas Montana 
Colorado Nebraska 
Delaware Tennessee 
Florida Texas 
Georgia Utah 
Kansas Wisconsin 
Louisiana Wyoming 
Mississippi and the 


Territory of Alaska 





Issuing Agents in most principal cities—Escrow Services 
Furnished by our Home Office and by all Issuing Agents. 


KANSAS CITY THLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,500,000.00 
Title Bldg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 











